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November 25, 2020

Mr. Timothy F. O’Connell, Jr.
Arizona Department of Transportation
Right of Way Group, Appraisal Section Supervisor
205 South 17th Avenue, Room 306
Mail Drop 612E
Phoenix, Arizona 85007

RE: An appraisal report of 11.79 acres of vacant land located at the southwest

corner of Oracle Road (SR 77) and Tangerine Road, Oro Valley, in Pima

County, Arizona
Order No: P0 000025 8796-1
Project No.: 989 PM 000 H0757
ADOT Project: S-483-70 1
Highway: Tangerine Road

Section: First Ave. — US 89
Parcel: L-SC-01 6-I
Tax Parcel Code: None
Ownership: State of Arizona
Effective Date ofAppraisal: November 19, 2020
Date ofReport: November 25, 2020

Dear Mr. O’Connell:

In response to your authorization, I have conducted the required inspection, gathered the

necessary data, and made certain analyses that have enabled me to form an opinion of the

market value of the fee simple interest in the above-named property. This report is intended

for use only by the intended users, the officials and agents of the Federal Highway

Administration and the Arizona Department of Transportation involved in the subject

property. Use of this report by others is not intended by the appraiser. This report is intended

only for use in assisting in decision making purposes regarding potential disposition of the

subject property. It is not intended for any other use.



Mr. Timothy F. O’Connell, Jr.
Arizona Department of Transportation

The global outbreak of a “novel coronavirus” known as COVID-l 9 was officially declared a

pandemic by the World Health Organization (WHO). The reader is cautioned, and reminded

that the conclusions presented in this appraisal report apply only as of the effective date(s)

indicated. The appraiser makes no representation as to the effect on the subject property of

any unforeseen event, subsequent to the effective date of the appraisal.

I have formed the opinion that, as of the effective date of the appraisal, November 19, 2020,

in its “as is” condition, based on a six to twelve month market period, and subject to the

assumptions and limiting conditions set forth in the report, the subject property has a market

value of:

ONE HUNDRED THIRTY-TWO THOUSAND DOLLARS
($132,000)

This is an appraisal report which is intended to comply with the reporting requirements set

forth under Standards Rule 2-2(a) of the Uniform Standards of Professional Appraisal

Practice for an Appraisal Report (USPAP) and the Arizona Department of Transportation

Appraisal Standards and Specifications. As such, it presents only summary discussions of the

data, reasoning, and analyses that were used in the appraisal process to develop the

appraiser’s opinion of value. Supporting documentation concerning the data, reasoning, and

analyses is retained in the appraiser’s file. The depth of discussion contained in this report is

specific to the needs of the client and for the intended use stated above. The appraiser

is not responsible for unauthorized use of this report.

A. Baker, MAI, SRA
Certified General Real Estate Appraiser
Certificate Number 30139
Designated Supervisory Appraiser
Registration Number DS0007

C2079321

Respecti submitted,
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APPRAISAL ABSTRACT - PART I

CLIENT

Arizona Department of Transportation
Right-of-Way Operations Section

APPRAISER

Thomas A. Baker, MAI, SRA

Baker, Peterson, Baker & Associates, Inc.
4547 East Fort Lowell Road, Suite 401
Tucson, Arizona 85712

SUBJECT PROPERTY

An 11.79 acre parcel of vacant land located at the southwest corner of Oracle Road (SR 77)

and Tangerine Road, Oro Valley, in Pima County, Arizona.

LAND AREA

11.79 acres — per survey provided by the Arizona Department of Transportation

ZONING

C-2 according to Rancho Vistoso Planned Area Development [PAD] (Town of Oro Valley)

LEGAL DESCRIPTION

A portion of the South half of Section 32, Township 11 South, Range 14 East; and a portion

of the Southwest quarter of Section 5, Township 12 South, Range 14 East, G&SRB&M,

Pima County, Arizona. There is no legal description of the subject property as of the date of

this report since it is part of existing road right of way. ADOT will provide a full legal

description of the subject at a later date.

OWNERSHIP

The subject property is currently part of the right-of-way of Oracle Road (also known as

State Route 77) and Tangerine Road and is adjacent to these roadways. This property is not

currently identified with a tax parcel number but would become a tax parcel with a number,

separate from the right-of-way, as part of any future sale.

SALES/LISTING HISTORY

No known sales of the subject property have occurred within the last three years. No current

listings, options, or agreements of sale of the subject property were discovered in the course

of this analysis.

The property owner will be making the property available for sale in the near future. While

an adjacent property owner has expressed interest in the property, the property is not in

escrow and there are no agreements of sale in place.
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TAx PARCEL NUMBER

This property is not currently part of any tax parcel number.

FULL CASH VALUE

Not applicable- no tax parcel number

The development of full cash values is based on mass appraisal models as set by the State of

Arizona. They are for tax assessment purposes only and cannot be equated with market value

as utilized in this appraisal. Thus, they serve only as a point of comparison with other

properties.

LIMITED CASH VALUE

Not applicable- no tax parcel number

Limited Cash Value is the basis for primary property taxes. It is a legislatively established

value based on a mathematical formula that limits the amount of increase in any given year.

REAL ESTATE TAXES

There are currently no taxes as this property is owned by the government which is tax

exempt.

Real estate taxes are a combination of a primary tax, which is the primary tax rate applied to

the limited cash value and divided by 100, plus the secondary tax, which is the secondary tax

rate applied to the full cash value and divided by 100. The primary and secondary tax rates

are an aggregate of various tax rates set by various jurisdictions.

DELINQUENT TAXES

None

SPECIAL ASSESSMENTS

None

LIMITING CONDITIONS

Subject to those assumptions and limiting conditions contained in the “Assumptions and

Limiting Conditions” section of this report.

PURPOSE OF THE APPRAISAL

The purpose of this appraisal is to provide the appraiser’s opinion of the market value of the

subject real property as of the effective date of the appraisal, November 19, 2020.

MARKET VALUE DEFINITION

Market value, as utilized in this appraisal, and as defined in The Appraisal of Real Estate,

15th Edition, published by the Appraisal Institute, 2020, page 48, is:

The most probable price, as of a specified date, in cash, or in terms equivalent

to cash, or in other precisely revealed terms, for which the specified property
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rights should sell after reasonable exposure in a competitive market under all

conditions requisite to a fair sale, with the buyer and seller each acting
prudently, knowledgeably, and for self-interest, and assuming that neither is

under undue duress.

INTENDED USE AND USER OF REPORT

This report is intended for use only by the intended users, the officials and agents of the

Federal Highway Administration and the Arizona Department of Transportation involved in

the subject property. Use of this report by others is not intended by the appraiser. This report

is intended only for use in assisting in decision making purposes regarding potential

disposition of the subject property. It is not intended for any other use.

INTEREST VALUED

Fee Simple Interest. Fee Simple Interest, as defined in The Dictionary of Real Estate

Appraisal, Sixth Edition, Appraisal Institute, 2015, page 90, is “Absolute ownership

unencumbered by any other interest or estate, subject only to the limitations imposed by the

governmental powers of taxation, eminent domain, police power, and escheat.”

EFFECTIVE DATE OF APP1AisAL

November 19, 2020

DATE OF INSPECTION

November 19, 2020
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SCOPE OF THE APPRAISAL - PART Ii

Scope of work is identified by USPAP as the “amount and type of information researched

and the analysis applied in an assignment.” According to the scope of work rule as defined by

USPAP, “For each appraisal, appraisal review, and appraisal consulting assignment, an
appraiser must:

1) identify the problem to be solved;
2) determine and perform the scope of work necessary to develop credible

assignment results; and
3) disclose the scope of work in the report.”

This appraisal assignment has been completed in response to authorization by the Arizona
Department of Transportation, in a contract executed by Thomas A. Baker, MAI, SRA, for
Baker, Peterson, Baker and Associates, Inc. The assignment includes appraisal of the
property herein described, and the preparation of a report which describes the property being

appraised, analyzes appropriate data, and offers an opinion of the market value of the
property as of the effective date specified in the report. The appraisal is prepared and
reported according to the Uniform Standards of Professional Appraisal Practice of The
Appraisal Foundation, the Code of Ethics and the Standards of Professional Practice of the
Appraisal Institute, and the Arizona Department of Transportation Appraisal Standards and

Specifications.

This report is intended for use only by the intended users, the officials and agents of the
Federal Highway Administration and the Arizona Department of Transportation involved in

the subject property. Use of this report by others is not intended by the appraiser. This report

is intended only for use in assisting in decision making purposes regarding potential
disposition of the subject property. It is not intended for any other use. The purpose of the
appraisal is to provide the appraiser’s opinion of the market value in fee simple interest of a

specific property which has been previously identified in this report, and is referred to as the
subject property, the subject, or the property.

The exact nature of, and interest in, the subject property is defined elsewhere in this report.
The appraisal provides an opinion of the market value of the subject property using the sales

comparison approach, which is defined in the report. In completing this assignment, the
appraiser inspected and photographed the subject property, reviewed and confirmed data
relative to metropolitan Tucson (from economic and demographic data, including COMPS’

Commercial Property Information Services, Real Estate Daily Comps, Tucson Multiple

Listing Service (MLS), and the Pima County Real Estate Research Council), the
neighborhood and the site.

An opinion of the “highest and best use” of the property was formed, utilizing resources to

identify such factors as land use, supply and demand, governmental requirements,
environmental concerns, and economic elements, present and anticipated, which may impact

upon the marketability of the property.
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In the sales comparison approach, there was a thorough search for sale and listing data

considered directly competitive to the subject property. This data was confirmed with one or

more parties related to the transaction and (in the case of sales) by review of deeds and
records of the Pima County Assessor. The analysis then compared each sale considered a

reliable indicator of the value to the subject property in terms of those factors which were

superior to the subject, inferior to the subject, and equal or offsetting.

The cost approach is not applicable as this property consists of vacant land. The income

approach is not applicable as this type of property is not typically leased.

The sales comparison approach provided an opinion of the market value of the subject

property to arrive at a final opinion of market value. To develop the opinion of value, the

appraiser performed an appraisal process as defined by the Uniform Standards of

Professional Appraisal Practice. This appraisal report is a brief recapitulation of the

appraiser’s data, analyses, and conclusions. The appraiser’s file retains supporting

documentation.
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DESCRIPTION OF REAL ESTATE APPRAISED - PART III

TUCSON OVERVIEW
Tucson is Arizona’s second largest city and the “hub” of commerce in southeastern Arizona.

According to the Pima Association of Governments, in July, 2010, the estimated population

of all of Pima County (including Tucson) was 981,168 persons while the population of

Tucson alone was estimated to be 520,795 persons.

Starting in 2006, fewer single-family residential permits were issued due to the current

oversupply of lots and residential homes on the market. According to the United States

Census Bureau, Building Permits Survey, the number of single-family residential permits

declined through 2011. There was limited new single-family construction since 2008, with

the decline continuing through 2011, with a small increase in 2012. The number of permits

remained mostly stable with some slight variations since 2013, and increased slightly in 2017

and again in 2018. The number of permits was mostly stable in 2019. The first five months of

2020 permits were consistent with previous years. It is unknown how the number of permits

in the near future will be affected by the ongoing Covid-19 pandemic.
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Overall, housing permits and sales had been increasing and a period of substantial growth

occurred during 2004 and 2005 with unprecedented price increases experienced for most

areas of Tucson. Building permit activity declined steadily in the Tucson Metropolitan area

from a peak in 2005 of 11,166 to a low of 1,388 in 2011 for all new single-family residential

construction residential building permits, according to the United States Census Bureau,

Building Permits Survey. This was due in part to the difficulty in obtaining financing and, to

a larger extent, a decrease in demand from primary home buyers and speculative home

purchases by out of state buyers and an oversupply of available homes on the market,

resulting in declining home prices. The number of housing permits increased slightly in 2012

and 2013 and then remained relatively stable. In recent years, the number of permits has

remained mostly stable with a slight increase in 2017 and 2018. The 2020 data is for the first

five months of the year. In the immediate future, permits may be impacted by the Covid-l9

pandemic.
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Multi-Family Market
Vacancy rates for apartment properties in the Tucson Metropolitan area peaked in 2009

before slowly declining. The chart below shows vacancy rates in metropolitan Tucson

between Second Quarter 2008 and Second Quarter 2020.

Apartment Vacancy Rate
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The vacancy rate peaked in the Second Quarter 2009 and generally declined since that time.

Vacancy rates for apartment properties typically increase in the second quarter of each year

due to seasonal changes in population. The current rent levels for multi-family properties

have remained generally stable with small increases in most sectors in many recent quarters.

There has been limited demand for new construction, with the exception of student housing

projects and some larger high-end Class A apartment complexes with many amenities.

However, due to the Covid-l 9 pandemic and associated business shutdowns, some segments

of the apartment market are predicted to soften in the short-term with increasing vacancy

rates and a potential for decreasing rents in Class B and Class C apartments. Class A

apartments are not expected to experience the same effects. Rent collection was also slightly

lower for Class C apartments compared to Class A apartments in April through June 2020. It

is uncertain how long and to what extent the apartment market will be impacted and what

affect this may have on the apartment sale market. This will be affected by the length of

business shutdowns, the severity and length of decline in GDP and the overall economy, and

the severity of the increase in unemployment.

Office Market
Overall, the Pima County leasable office market experienced net negative absorption of

28,143 square feet in the Second Quarter of 2020, according to CoStar. This compares to net

negative absorption of 67,727 square feet in the First Quarter of 2020, net negative

absorption of 103,120 square feet in the Fourth Quarter of 2019, positive absorption of

229,830 square feet in the Third Quarter of 2019, net positive absorption of 168,352 in the

Second Quarter of 2019, net positive absorption of 211,446 in the First Quarter of 2019, net

negative absorption of 27,218 square feet in the Fourth Quarter of 2018, net positive

absorption of 70,648 square feet in the Third Quarter of 2018, net positive absorption of
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82,517 square feet in the Second Quarter 2018, and net positive absorption of 40,068 square

feet in the First Quarter of 2018.

One new building containing 28,000 square feet were completed in the First Quarter of 2020.

This compares to three new buildings containing 45,085 square feet in the First Quarter of

2020, two new buildings containing 33,341 square feet in the Fourth Quarter of 2019, two

new buildings containing 206,737 in the Third Quarter 2019, two new buildings containing

330,300 square feet in the Second Quarter 2019, three new buildings totalling 205,000 square

feet in the First Quarter 2019, one new building containing 14,952 square feet in the Fourth

Quarter 2018, four new buildings containing 57,516 square feet in the Third Quarter 2018,

one new building containing 61,000 square feet completed in the Second Quarter of 2018,

and one new building containing 20,000 square feet completed in the First Quarter of 2018.

The following figure shows trends in the vacancy rates for office properties in Pima County

between mid-2005 and Second Quarter of 2020. The vacancy rate increased until late 2013

and has declined since that time. The vacancy rate remained mostly stable in 2018 and the

first part of 2019 before increasing at the end of 2019 through the second quarter of 2020.

Office Vacancy Rate

The stable but higher overall annual vacancy rate indicates an office market which is coupled

to the overall stable but slow real estate market. There was a decline in demand for

owner/user office buildings, which had made up a majority of office sales in 2006 and 2007.

Market conditions stabilized in 2013 and remained slow but stable through 2019. Market

conditions for office properties had started to slowly improve, primarily for office properties

in high demand areas and newer office buildings in good condition. Demand remained lower

for older office buildings. It is uncertain the effects the Covid-19 pandemic will have on the

office market and if these effects will be short-term. Possible effects in the near-term include

increased vacancy rates, decreased rents and leasing deals, and potential delays in

construction starts. With many office employees currently working from home during the

pandemic, it is not yet known if work from home will remain in demand when the pandemic

slows, permanently impacting office trends and demand.
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Industrial Market
Tucson experienced rapid industrial growth from the late 70’s to the mid-80s. There has been

limited new industrial space constructed recently in Tucson, with no new buildings

completed in the Second Quarter of 2020, no new buildings in the First Quarter of 2020, one

new building containing 157,000 square feet completed in the Fourth Quarter of 2019, four

new buildings containing 286,434 square feet in the Third Quarter of 2019, two new

buildings containing 906,900 square feet in the Second Quarter of 2019, no new buildings

completed in the First Quarter of 2019, the Fourth Quarter of 201 8, or the Third Quarter of

2018, two new buildings containing 306,966 square feet completed in the Second Quarter of

2018, and no new buildings completed in the First Quarter of 2018, according to CoStar.

Many of the recently constructed buildings are larger buildings constructed for a specific

user.

There was net negative absorption of 219,537 square feet in the Second Quarter of 2020.

This compares to net negative absorption of 13,087 square feet in the First Quarter of 2020,

net negative absorption of 37,187 square feet in the Fourth Quarter of 2019, net negative

absorption of 324,676 square feet in the Third Quarter of 2019, net positive absorption of

1,197,300 square feet in the Second Quarter of 2019, net negative absorption of 27,432

square feet in the First Quarter of 2019, net negative absorption of 1,203 square feet in the

Fourth Quarter 2018, net positive absorption of 310,355 square feet in the Third Quarter

2018, net positive absorption of 286,613 square feet in the Second Quarter 2018, and net

positive absorption of 24,184 square feet in the First Quarter 2018, according to CoStar.

The following chart shows trends in the industrial/flex vacancy rate in Tucson from Second

Quarter 2005 through Second Quarter 2020, according to CoStar.
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Overall, the industrial vacancy rate increased through late 2012. The vacancy rate declined

from late 2012 through the first part of 2019 before increasing slightly in the second half of

2019. The industrial market had stabilized but there were not yet signs of significantly

increased prices. There continues to be a large supply of fully zoned and improved industrial

lots available in the Tucson market with limited demand in the current market. In March
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2020, the Covid-19 pandemic led to a shutdown of many businesses. It is not yet known what

extent this pandemic will impact the industrial real estate market, although it is projected that

the industrial market may be less significantly impacted and will recover more quickly than

other markets. There may potentially be long-term impacts due to changing demand for

warehouses and cold storage due to potential changes in supply chains and delivery and

storage models.

Retail Market
Retail space had maintained more constant levels of growth and absorption, with decreasing

vacancy rates observed prior to mid-2007. In general, the market turned down starting at the

end of 2007. Some signs for a decline in market conditions includes contracts cancelled,

development projects put on hold with reasons including reduced demand and increased

competition of other developments coming out of the ground, offers and counter offers at

considerably below the listing price, listings being repriced at lower levels, existing tenants

looking for rental relief, businesses closing their stores and vacating the premises, and excess

developed land without demand. In recent years, demand had increased for many types of

retail properties and remained stable for less desirable retail uses. In March 2020, the Covid

19 pandemic impacted the world. With many businesses temporarily closed, there is

anecdotal evidence of many retail tenants not paying rent in April 2020. However, the effects

on the retail real estate market are not yet known, with demand remaining for some retail

uses that remained open. Some sales and leases in process continued, with others temporarily

paused. It is not known how long any impacts will continue, and the extent to which this will

impact sale prices and rents. While the vacancy rate may increase in the short term, it is

currently too soon to see these impacts.

There was net positive absorption of 63,365 square feet in the Second Quarter of 2020,

according to CoStar. This compares to net negative absorption of 34,152 square feet in the

First Quarter of 2020, net positive absorption of 92,942 square feet in the Fourth Quarter of

2019, net negative absorption of 53,635 square feet in the Third Quarter of 2019, net positive

absorption of 64,570 square feet in the Second Quarter of 2019, net negative absorption of

171,303 square feet in the First Quarter of 2019, net positive absorption of 178,618 square

feet in the Fourth Quarter of 2018, net positive absorption of 144,704 square feet in the Third

Quarter of 2018, net positive absorption of 235,232 square feet in the Second Quarter of

2018, and net positive absorption of 376,239 square feet in the First Quarter 2018.
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The following shows trends in the vacancy rate for retail properties in the Tucson market

between Second Quarter 2005 and Second Quarter 2020, according to Costar.

Retail Vacancy Rate
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This chart shows that the vacancy rate for retail properties increased through mid-2012. The

retail vacancy rate declined since that time. Most recently, there was a decline though 2018,

with a slight increase in the vacancy rate from late 2018 through the first quarter of 2020.

The retail market has stabilized and prices and rents were increasing in high demand areas or

for high demand property types, although there remains little demand for older retail

properties in low demand areas. The Covid-19 pandemic may potentially impact the retail

market in the short-term, although the extent and length of any impact is currently unknown.

In the Second Quarter 2020, ten new buildings containing 28,939 square feet were

completed. This compares to eleven new buildings containing 62,783 square feet in the First

Quarter of 2020, six new buildings containing 29,862 square feet in the Fourth Quarter of

2019, 14 new buildings containing 77,860 square feet in the Third Quarter of 2019, six new

buildings containing 16,232 square feet in the Second Quarter of 2019, ten new buildings

containing 87,989 square feet in the First Quarter of 2019, nine new buildings containing

114,424 square feet in the Fourth Quarter of 2018, fourteen new buildings containing

182,955 square feet in the Third Quarter 2018, thirteen new buildings containing 227,232

square feet in the Second Quarter of 2018, and eighteen new buildings containing 196,508

square feet in the First Quarter of 2018.
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Accordingto the Bureauof Labor Statistics,theunemploymentratefor metropolitanTucson
wasas follows:

This datashowsthat theunemploymentratein theTucsonmetropolitanareahasslowly been
decliningsinceearly 2010.Therewasa slow steadydeclinein theunemploymentrateover
severalyears.However,theunemploymentrate(not seasonallyadjusted)wasstablein 2019
with an increaseearly in theyear.Due to the shutdownof manybusinessesdueto Covid-19,
unemploymentbeganto increasesignificantly in mid-March2020.Theunemploymentrate
peakedat 12.8%in April anddeclinedto 8.4% in May 2020.Areaswith significantincreases
in unemploymentincludehospitality,restaurant,andretail jobs, althoughmanyjob
categorieshaveseenincreasesin unemployment.It is uncertainhow long it will take
employmentto recover.

12.

Month
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